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EXHIBIT 5 

 

The text of the proposed rule change is below.  Proposed new language is underlined; 

deletions are bracketed.   

 

4761. Issuer Corporate Actions Related to a Dividend, Payment or Distribution 

 

(a) No change.   

 

(b) A member may designate that all orders with a time-in-force of good-till-cancelled that are 

entered through one or more order entry ports specified by the member will be processed in the 

following manner in the event of certain issuer corporate actions as specified below.  The 

member may opt for the processing provided in this paragraph (b) on a port-by-port basis, but all 

of the provisions of this paragraph shall apply to all good-till-cancelled orders entered through a 

port that has been specified by the member hereunder. 

 

(1) No change.   

 

(2) Forward Stock Split or Stock Dividend.  If an issuer is implementing a forward stock split or 

a stock dividend (i.e., a [stock split] corporate action in which additional shares [outstanding] are 

[exchanged for a larger number of shares] issued to holders), the order will be cancelled if its 

size is less than one round lot.  If the order’s size is greater than one round lot, (i) the size of the 

order will be multiplied by the ratio of post-[split]action shares to pre-[split]action shares, with 

the result rounded downward to the nearest whole share, and (ii) the price of the order will be 

multiplied by the ratio of pre-[split]action shares to post-[split]action shares, with the result 

rounded down to the nearest whole penny in the case of orders to buy and rounded up to the 

nearest whole penny in the case of orders to sell.  For example, if a member has entered a good-

till-cancelled order to buy 375 shares at $10.95 per share and the issuer implemented a split or 

dividend under which an additional [each share would be exchanged for 2.25]1.25 shares would 

be issued for each share outstanding, the size of the order would be adjusted to 843 shares (375 x 

2.25/1 = 843.75, rounded down to 843) and the price of the order would be adjusted to $4.86 per 

share ($10.95 per share x 1/2.25 = $4.8667 per share, rounded down to $4.86 per share).  An 

order to sell at the same price and size would be adjusted to 843 shares with a price of $4.87 per 

share.   

 

(3) Combination of Cash Dividend and Forward Stock Split or Stock Dividend.  If an issuer is 

implementing a cash dividend and a forward stock split or stock dividend on the same date, the 

adjustments described above will both be applied, in the order described in the notice of the 

corporate actions received by NASDAQ.   

 

(4) For other corporate actions, including symbol changes, changes in primary listing venue, 

[stock dividends,] reverse stock splits, and dividends payable in either cash or securities at the 

option of the stockholder, the order will be cancelled.  

 

(5) No change. 

 

*  *  *  *  * 


